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Funding for Fiscal Year 2008 (FY08), Section 502 Single Family Housing Guaranteed
loans has not been enacted and it appears a budget may not be passed by the
beginning of the fiscal year, which begins October 1, 2007. However, Rural
Development will carry-forward funding from Fiscal Year 2007 (FY07) to FY08, and it
will be “business as usual” for new loan applications.

There will be a short period of time beginning October 1, 2007 when funding will likely
not be available as our FYO07 carry-forward funds are transferred into FY08 funding.
During this brief period, expected to be about two weeks, Rural Development will
continue to accept complete loan applications and issue Conditional Commitments
subject to the availability of appropriated funds. Lenders should continue to process,
receive Agency conditional commitments, and close loans during this timeframe. Rural
Development will also continue accepting, reviewing, and conditionally approving loan
packages from lenders during this timeframe.

The following steps will apply:

1) Rural Development will not be able to reserve loan funds for applications in
process during this timeframe.

2) Rural Development will continue to accept completed Section 502 Guaranteed
loan program applications from lenders.

3) Rural Development will process, approve, and issue Conditional Commitments for
those applications that are eligible. During this timeframe Rural Development will
process those applications that are eligible and issue
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Conditional Commitments for those applications that are eligible subject fo the
availability of Congressionally appropriated funding.

4) Lenders may close these loans as scheduled.

5) Rural Development will "Obligate" funds for any loans processed subject fo the
availability of Congressionally appropriated funding when funds become available.

6) Once the loans are obligated, Rural Development will process lenders’ Loan Note
Guarantee requests as soon as the loans are verified as being closed and all
conditions of the Conditional Commitments have been satisfied.

7) The lender assumes all loss default risk for the loan until Rural Development is
able to fund it and issue the Loan Note Guarantee.

At this time, the guarantee fee will continue to be 2 percent of the loan amount.

Rural Development representatives are available to assist you with processing
guarantee requests by issuing a Conditional Commitment subject to the availability of

funds.

Your support of the Section 502 Loan Guaranteed program is appreciated. For
questions regarding this memorandum, please contact Rural Development’s Single
Family Housing Guaranteed Loan Division, at (202) 720-1452.




